Assignment 2 – Template

Grading Criteria

	
	Total Marks

25
	Your Grade

	Correctly created a Watch portfolio with at least six stocks using Thomson Investor Network. Portfolio.

Printed portfolio as of close of market Friday.
	5
	 

	Half page description of each stock on the Watch list outlining what the company does. Write-up must be in your own words.
Detailed the source of information for each company and why you selected it.
	12
	 

	Cited data on at least 4 economic indicators (GDP growth rate, inflation, jobless rate, etc.). Made predictions about the economy in the next year.

Conclusion about the best type of investment for your portfolio.
	8
	 


Setting Up a Watch Portfolio 

Research companies by reading the business press. Create a list of companies noting the information source for the company and the reason why you find the company interesting. Create an online portfolio and print out the portfolio as of the close of market on Friday. You will be doing this every week until the end of the course. 

Put some of the stocks that you’ve identified into your watch portfolio. The watch portfolio serves many functions. First some beginning investors hear a stock pick and want to invest right away. Usually the decision is a bad one because it was made without really knowing what the company is all about. Putting a stock in your watch portfolio allows you to see how the stock is performing before you invest.

Watch portfolios can help in other ways. Some beginning investors treat stocks like pets. They don’t want to get rid of them even when they’ve eaten major losses. Having a watch portfolio allows you to exchange the stock for another stock (read pet) you selected. Somehow that doesn’t seem to be as bad. 

Investors sometimes use watch portfolios as a means of gauging what is happening in certain industries or sectors.

Create a half page description of any stocks added to your watch portfolio and the reason you chose the stock. You will continue to add to the Watch portfolio at the rate of two stocks per week.

	Half Page Description of Company 

Create a half page description of any stocks added to your watch portfolio and the reason you chose the stock. Remember, you should never invest in anything you don't understand and that is the reason you need to compile a half page description of the stock explaining what the company is all about. It's tempting to clip this information from a financial website. Don't do it. The best way to understand a company is to make sure you can describe it in your own words.



	Company 1: Allergan Inc. 
     This company is a company which is located in Irvine, CA. This company provides ophthalmology (eye products) and skin care, neurotoxins (ex. Botox), intraocular lenses (HYDROFLEX II ADVANCED SERIES HYDROPHILIC ACRYLIC INTRAOCULAR LENS; you can wear them in water) and other ophthalmic surgical products, and contact lens care products. We can buy their products at various places including drug stores, food stores and hospitals. That means that their products are often used by people from many areas. 
     Although this stock had been weak for a few months because they announced that they would spin out Advanced Medical Optics, the price has started to go up again. 
     And most importantly, US approved Wrinkle-Fighter Botox for cosmetic use on April 15. This company will be the first to advertise Botox for a beneficial way to fight against your ages. 
     Allergan has been successful for a long time because they have invested into research and development sector to create new product pipeline. They increased to nearly $91 for R&D last three years. 

Information source for this company: yahoo finance, yahoo news  online (April 15), forbes.con online, and www.allergan.com online
Why I selected this company: Though doctors could use Botox to inject your face to fight wrinkles, it hadn’t approved by the Food and Drug Administration to advertise its benefit for cosmetic purposes. Soon, consumers will see the advertisements on TV or magazines which say Botox is beneficial for fighting your wrinkles…  I think a lot of people will start buying the cosmetic stuff which has Botox… Information changes people’s expectation, thus change the demand curve (I learned this in microeconomics class). I believe that this company has a bright future at least for a while. And the fact that they invest to R&D sector is also a good point because what they do is to create a new products.  
Revenues

(Units in Thousands of U.S. Dollars $) 

Quarter

2000

2001
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Q1

391,800

423,000

Q2

417,900

431,800

Q3

396,700

427,000

Q4

419,100

463,700
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Total

1,625,500

1,745,500

                                (from forbes.com online)


	Company 2: Charter Communications, Inc. 
     It started in 1993 with cable TV. It has become one of the major broadband communications companies in the US. It has about 7 million customers and the number of employees is 16,700 in 40 states. It also says that it is growing. 
     The chairman of this company Paul Allen who was a Microsoft co-founder predicted the technological revolution which he called “Wired World” would come and it was over 25 years ago. 

     From the start, it has had this one goal; “To provide its customers with high-quality service, the latest technology and a range of programming – all at a fair price”. It provides good customer service including the fact that it makes sure that everyone can use the”Wired World”. In 2002, it says that it would invest $3.5 million to make its broadband network better to provide as much benefit as possible to its customers. 
     It also participates community. Not only hiring people from that community they work, it provides more than 8,000 schools Cable in the classroom with free cable connections and programming.
     Allen controls more than 90% of this company’s voting power.

Information source for this company: yahoo finance online, MSN money online, and www.charter.com online
Why I selected this company: It is still growing and in fact, cable modem and digital customers increased dramatically to 165% and 82%. I think that people use internet very often now and the demand won’t be decrease. As long as it keeps providing us better service, this company will continue to make profit.


	Company 3: CVS  
     CVS is the second largest in total sales in the USA (Walgreen is the biggest and Rite Aid comes the third). It became a public company in 1996. From that time, its annual sales have grown from $5 billion to more than $22 billion and the number of the stores from 1,200 in 14 states to 4,200 in 33 states (mostly in eastern US).  The number of employees is 107,000.
     This company writes more prescriptions and has more drugstores than any other drugstore chains.  Sales in prescription is about 65% of its revenues. 

     In 2002, net sales increased by 10.7%.  It closed quite a few stores and reduced the number of stuff to be more efficient.
     It became a member of the Together Rx prescription discount card which helps lower income people to buy medicines for lower price.
Information source for this company: MSN money online, and www.cvs.com online
Why I selected this company: According to IMS Health, it is predicted that 12% to 14% growth in the pharmacy industry through 2005 and I believe in this statement. People who were born in baby boom are getting older and people need more medications as they grow. And in general, people take medicines when they get sick, so I think the drug industry is a nice place to go when the economy is not in a good shape. 


	Company 4: Rite Aid
     This company started as a drugstore in Pennsylvania. They grew dramatically and have become the third largest drugstore in US (#1: Walgreen and #2: CVS). In October 1999, the chairman since 1995 Martin Grass and all members of the executive management team under Grass left the company. In December that year, new management team came. They worked hard for 16 months and stabilized the company’s financial condition, also they improved store performances. It sold PCS Health Systems which was its health care provider to pay the debt.
     They fill prescriptions and also you can find more a lot of products more than 1,500 brand names at Rite Aid such as beauty products, foods, and so on.

     It announced that they will accept the Pharmacy Care One Card which is similar to the Together Rx prescription discount card.
Information source for this company: MSN money online, and www.riteaid.com online
Why I selected this company: As I said in CVS section, the drug industry is a nice place to go when the economy is not in a good shape. Rite Aid is one of the major drug store company and its new financial and accounting report system is good.

	Company 5: BriteSmile
     This company is located in Walnut Creek in CA. It has offices throughout the US, South America, Asia and Europe.  It was introduced in July 2001. 
     At BriteSmile Spa, you can get white teeth in one hour. This company also introduces a after-care products - BriteSmiles Professional Teeth Whitening System which are BriteSmile whitening toothpaste, Sonicare toothbrushes, and BriteSmile Plus maintenance kit, BriteSmile’s proprietary whitening mouthwash and chewing gum. Its procedure has found safe by Forsyth Research Institute and University of Medicine & Dentistry of New Jersey.  They proved its efficiency and safety.

     Its revenue increased from $4,325 in 2000 to $12,337 in 2001. It is expected to keep growing…

     Chairman of the Board: Anthony M. Pilaro

     CEO and director: John L. Reed

Information source for this company: www.britesmile.com online, and MSN money online
Why I selected this company: This company is a new company and it is growing. It has not only dental products but also spa. I think this dental spa idea is unique and people from higher income sector would like to go there. And usually spa is a place people come back. This company has been doing well from 2000 and I think it means that it has customers that are coming back. Thus, it can be able to make profit in the future, too. 


	Company 6: Skechers USA, Inc.
     This company is one of the major footwear companies in the world. It started in 1992 with utility-styled work boots to include sport, casual, dress, dress casual, and even roller skates. Its quality is very good and it meets the demand of various kinds of people. 

     You can find its products at many places – department stores and specialty stores including Nordstrom, Macy’s, Dillards, Robinsons-May, JC Penney, Footlocker, Famous Footwear, Genesco’s Journeys and Jarman chains and FootAction USA.

     It also has the retail stores where you can go and buy directly. You can find in NY, LA, London, Paris, and outside Düsseldorf at the largest indoor mall in Germany. Skechers sells its products in more than 90 countries using over 35 distributors. It also has online store.

     Its headquarter is located in Manhattan Beach in California. 
Information source for this company: www.skechers.com online, and yahoo finance
Why I selected this company: This company has a global business plan which is working very well. Britney Spears is used as an image character and this is one of the reason why Skechers attracts young people. It is still expanding globally. 


	Analyze the economic situation and predict key economic measures in the next year. Given your predictions, what asset classes present the best opportunity? Reflect on what your portfolio should look like in the next year. (Stocks, bonds, cash, industries, etc.)

Unemployment rate: 5.7% in March 2002
CPI: +1.5% since March 2001

Productivity – output per hour: +5.2% in 4th Quarter of 2001
Average hourly earnings: +$0.04(p) in March 2002
US has been experienced recession since March 2000 and I don’t think US has got out of the recession yet. Companies which lay off people to restructure the company will tend to be better when the economy comes back to a good shape because those companies are likely to be more productive and more efficient than before (as they have less people now), but it won’t happen in a year. 

Thus, when we are talking about the economic recovery in one year, I can’t say that it will be in a good shape again. (But I believe it is getting better in a long term, just I think it will take time to recover). 

Also, interest rate seems to stay relatively the same rate (very low at around 1.4%) next year as Alan Greenspan says. 

Therefore, I think to invest in stock is one of the best ways to invest (to food sector, drug companies, or something which is necessities) , but it is also good to put your money in the special saving account which you won’t withdraw in a short time of period to get higher interest rate. Or the other way I think good is to invest in gold.
Plus, I have this unique idea to invest in a company which makes guns or something like that because President Bush seems to like wars… 




